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CONFIDENTIAL BEIRUT 1704 
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SUBJECT: UNRWA'S FINANCIAL SITUATION 

1 . BEGIN SUMMARY: COMMISSIONER-GENERAL MCELHINEY HAS GIVEN AMB- 
ASSADOR SUMMARY OF UNRWA'S FINANCIAL SITUATION, WHICH NOTES THAT 
UNRWA'S AS YET UNCOVERED FINANCIAL REQUIREMENTS FOR 1978 TOTAL 
$38.4. MCELHINEY ALSO TOLD AMBASSADOR THAT U.S. INTERESTS WOULD 
NOT BE SERVED BY PROVIDING SPECIAL FUNDS OF CONSTRUCTION OF 
BISARIYAH REFUGEE CAMP. END SUMMARY. 

2. BEGIN UNCLASSIFIED. COMMISSIONER-GENERAL THOMAS MCELHINEY HAS 
GIVEN THE AMBASSADOR SUMMARY OF UNRWA'S CURRENT FINANCIAL SITU- 
ATION. THE SUMMARY, DATED MARCH 15, 1978 WAS PREPARED BEFORE 
ISRAELI INVASION. IT PROVIDES BACKGROUND TO UNRWA'S CURRENT FIN- 
ANCIAL PROBLEMS AND THUS TO WHY UNRWA WAS REQUIRED TO MAKE A 
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SPECIAL APPEAL FOR EMERGENCY ASSISTANCE TO REFUGEES FROM SOUTH 
LEBANON (REFTEL). MAIN POINTS OF SUMMARY ARE AS FOLLOWS: 

A. "THE AGENCY'S CURRENT ESTIMATE OF EXPENDITURES REQUIRED IN 
1978 TO MAINTAIN SERVICES TO PALESTINE REFUGEES AT AN ESTAB- 
LISHED LEVEL, PROVIDE SATISFACTORY FACILITIES FOR THE SERVICES 
AND COMPENSATES STAFF FOR COSTS OF LIVING INCREASES IS $139.8 
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MILLION. PLEDGED AND EXPECTED INCOME FOR 1978 IS $113 MILLION. 

THE CURRENTLY PROJECTED BUDGETED DEFICIT THIS YEAR IS THEREFORE 
$26.89 MILLION. 

B. "IN ADDITION, OUTSIDE THE REGULAR BUDGET, THERE IS A SHORT- 
FALL OF ABOUT $3.6 MILLION IN THE INCOME REQUIRED TO FINANCE THE 
FIRST STAGE OF CONSTRUCTING A NEW CAMP FOR REFUGEES DISPLACED 
DURING THE ARMED CONFLICT IN LEBANON, AS THE AGENCY HAS BEEN 
REQUESTED TO DO BY THE GOVERNMENT OF LEBANON. THE COST OF THE 
FIRST STAGE OF CONSTRUCTION IS NOW ESTIMATED AT $7 MILLION, OF 
WHICH SOME $3.4 MILLION HAS BEEN PLEDGED. OTHER EXTRA-BUDGETARY 
NEEDS ARE $3.5 MILLION TO REPLACE WORKING CAPITAL (THE EXCESS OF 
ASSETS - CASH AND COMMODITIES - OVER LIABILITIES) DRAWN DOWN 

IN 1977 AND A MODEST ADDITION TO WORKING CAPITAL OF $4.5 MILLION 
IN 1978. 

C. "IN SUM, AS OF 15 MARCH, UNRWA'S AS YET UNCOVERED FINANCIAL 
REQUIREMENTS FOR 1978 TOTAL $38.4 MILLION. UNLESS ADDITIONAL 
SPECIAL CONTRIBUTIONS OR INCREASES IN REGULAR CONTRIBUTIONS OF 
AT LEAST $26.8 MILLION ARE PLEDGED FOR 1978, THE AGENCY WILL BE 
UNABLE TO MEET ALL BUDGETED EXPENDITURES. AND, UNLESS, IN 
ADDITION TO THAT AMOUNT, $1 1.6 MILLION IS ALSO PLEDGED, UNRWA 
WILL NOT BE ABLE TO RESPOND FULLY TO THE LEBANESE GOVERNMENT'S 
REQUEST TO PROVIDE HOUSING AND FACILITIES FOR DISPLACED REFUGEES, 
OR TO INCREASE WORKING CAPITAL TO A LEVEL SOMEWHAT ABOVE THE 
INADEQUATE LEVEL OF 31 DECEMBER 1976. 
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D. "CONFRONTED AS IT IS WITN SUCH SERIOUS FINANCIAL DIFFICULTIES, 

THE AGENCY HAS NO CHOICE BUT TO CONSIDER POSSIBLE REDUCTIONS IN 
BUDGETED EXPENDITURES... 

E. "THE FUNDS AVAILABLE ARE BEING OR WILL BE ALLOCATED IN SUCH A 
WAY THAT THE HEALTH PROGRAMME WILL BE PRESERVED VIRTUALLY INTACT. 
IN THE EDUCATION AND TRAINING PROGRAMME ANY NECESSARY REDUCTIONS 
WILL BE LIMITED TO THE PREPARATORY CYCLE ... IN THE RELIEF PRO- 
GRAMME REDUCTIONS WILL BE LIMITED TO CUTS IN THE FLOUR COMPONENT 
OF THE BASIC RATION. . . THE HIGHEST PROPORTION OF NOT YET 
APPROVED ITEMS IN RELATION TO THE TOTAL BUDGETED IS IN INCREASES 

IN STAFF COSTS. . . 

D. "IMPLEMENTATION OF ONE REDUCTION HAS ALREADY BEGUN: AS OF 
FEBRUARY, THE FLOUR COMPONENT OF THE BASIC RATION WAS REDUCED TO 
TWO-THIRDS OF THE NORMAL 10 KG PER RECIPIENT PER MONTH. . . 

INDEED. IT WILL BE NECESSARY TO REDUCE THE FLOUR RATION STILL 
FURTHER IN THE LAST FEW MONTHS OF 1978 UNLESS SUFFICIENT ADD- 
ITIONAL INCOME IS PLEDGED. . . THE FLOUR RATION COULD BE IN- 
CREASED BEYOND THE TWO-THIRDS LEVEL ONLY TO THE EXTENT THAT MORE 
THAN $15.5 MILLION IN ADDITIONAL INCOME WERE PLEDGED. 
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E. "APART FROM THE REDUCTION OF THE FLOUR RATION, THE GRAVITY OF 
THE AGENCY'S PRESENT FINANCIAL SITUATION WILL BE APPRECIATED WHEN 
IT IS REALIZED THAT NONE OF THE HIGH-PRIORITY THREE YEARS OF THE 
PREPARATORY CYCLE OF GENERAL EDUCATION THE AGENCY PROVIDES FOR 
REFUGEE CHILDREN CAN YET BE APPROVED BEYOND IULY. TO PERMIT CON- 
TINUANCE OF THE ENTIRE PREPARATORY CYCLE OF EDUCATION IN UNRWA/ 
UNESCO SCHOOLS INTO THE 1978-79 SCHOOL YEAR, AT LEAST $7.5 
MILLION IN ADDITIONAL CONTRIBUTIONS WILL BE REQUIRED, MAINLY TO 
RETAIN IN EMPLOYMENT THE TEACHERS WHO TEACH IN THAT CYCLE. . . 
ADDITIONAL INCOME MUST BE PLEDGED NO LATER THAN 31 MAY IF THE 
AGENCY IS TO AVOID ISSUING TERMINATION NOTICES TO STAFF WITH 
EFFECT FROM 31 JULY." END UNCLASSIFIED 
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3. BEGIN CONFIDENTIAL. AT RECENT LUNCH WITH AMBASSADOR, ALSO 
PRIOR TO ISRAELI ATTACK IN SOUTH LEBANON, MCELHINEY SAID THAT 
U.S. INTERESTS WOULD NOT BE SERVED BY PROVIDING SPECIAL FUNDS 
FOR CONSTRUCTION OF BISARIYAH REFUGEE CAMP, WHICH WAS AN ARAB 
RESPONSIBILITY. MOREOVER, HE BELIEVED IT WAS NOT CERTAIN THAT 
THE PALESTINIAN REFUGEES FROM DAMOUR WOULD LEAVE FOR BISARIYAH 
AFTER IT WAS COMPLETED. FATAH HAD PROMISED TO HELP MOVE THE 
REFUGEES FROM DAMOUR TO BISARIYAH, BUT MCELHINEY NOTED THAT MOST 
OF THESE REFUGEES WERE NOT FOLLOWERS OF FATAH BUT OF MORE LEFT- 
WING PALESTINIAN ORGANIZATIONS, AND FATAH'S ABILITY TO MOVE THEM 
TO BISARIYAH WAS PROBLEMATIC. (MCELHINEY TOLD EMBOFF ON MARCH 26 
THAT AFTER THE MARCH 15 ISRAELI ATTACK THE PLO HAD MOVED MOST OF 
THE REFUGEES IN DAMOUR FIRST TO BAL AN NAIMAH AND THEN TO BEIRUT 
BECAUSE THEY FEARED DAMOUR WOULD BE ATTACKED.) 

4. MCELHINEY ALSO TOLD THE AMBASSADOR THAT THERE WAS WIDESPREAD 
CONFUSION OVER UNRWA'S RESPONSIBILITIES, WHICH WERE ALMOST 
EXCLUSIVELY LIMITED TO PROVIDING HEALTH SERVICES, SCHOOLS AND 
RATIONS. THE RUNNING OF THE CAMPS, THE BUILDING OF STRUCTURES, 

AND THE PROVIDING OF MUNICIPAL SERVICES WERE ALMOST ALWAYS THE 
RESPONSIBILITY OF THE HOST GOVERNMENTS OR THE REFUGEES THEMSELVES. 
END CONFIDENTIAL 

5. COMPLETE TEXT OF SUMMARY OF UNRWA'S FINANCIAL SITUATION IS 
BEING POUCHED TO CHESTER NORRIS, IO/DHP. 
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